COMMONWEALTH OF XENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

* * * * *
In the Matter of:

POWER DEVELOPMENT SYSTEMS, INC.
COMPLAINANT

VsS. CASE NO. 9456

KENTUCKY UTILITIES COMPANY
DEFENDANT

ORDER TO SATISFY OR ANSWER

Kentucky Utilities Company is hereby notified that it has
been named as Defendant in a formal complaint filed on October 24,

1985, a copy of which is attached hereto.

Pursuant to 807 KAR 5:001, Section 12, Kentucky Utilities
Company is hereby ORDERED to satisfy the matters complained of or
to file a written answer to the complaint within ten (10) days of
receipt of this Order.

Done at Frankfort, Kentucky, this 12th day of November, 1985.

PUBLIC SERVICE COMMISSION

"For tﬁe CommIssfon i

ATTEST

Secretary




—

POWER DEVELOPMENT SYSTEMS, INC.
1813 Knollwood, Louisville, KY 40207 (502) 896-8977

Ocatober 22, 1985

Mr. Forest Skaggs, Secretary F I L E D
;‘nohdgu P:‘:;ic Service Comxigeion a 7’ ? 17[5 é ocT 94 1985
730 Schenkel Lane o
Franifort, Kentacky 40501 PUBLIC SERVIZE
Dear Mr. Skaggs: COMMISSION

This letter is to update the Publioc Service Commission on the Weisenberger
M1] Smell Hydroelectrio Project that is to bs intercommected with the Xentucky
Utilities system. We have been meeting with KU and keeping ¥r, M, J, Fisher, who
48 on the Comxission Staff and was assigned to this project, informsd of ocwr progress.

On September 26, I met with Mr, Nelgon Maynard of XU and & member of his staff
at the KU offices in Iexington. The purposs of this weeting was to resoclve any
problems with the interconnection of our project with FU. I am happy to report to
you that most of our problems were resolved st this meeting and are summarized in

the seven points in the letter from Mr. Nelgon Maynard dated Ooteber 1li, 1985, which
T have enclosed.

I regret to inform you that there are two relsted issues that conld not be
resolved and it became obvious that there was no possibility of a compromise.

Thus sfter exhausting all other avenmues, I am forced to request that the
Public Service Commission investigate and resolve these differonces. The differences
between our pogition and that of KU is so great that the decision will effect whether
or not this project is feasible. In addition, a ruling by the PSC is necessary to
set 2 standard so thisg problem 4s not encountered by other small power producers in
the future.

Our differences are in how this project is to be wstered and thus the owner-
ship and value of the power produced by cur proposed hydro-electrie turbine. The

KU’s position is outlined in the metering diagram and proposed contraet attached to
Mr. Maynard's letter.

XU proposes using three meters, the two standard kwh meters for QF intercomection

that messure power flowing to and from the Mill and KU... In addition, XU proposes
a third kwh meter to put on the generstor to monitor its production and a time-of-day
megnetic reocorder to record the outputs of each of the three meters. KU oonterds
thet this extras meter on the generator is necessary since the Comwission has not
sllowed a capacity component in KU's interpretation of PURFA, thus Mr. Welsenbergzer
is forced by law to sell all of his cutput from his generstor to KU &t the rate
ellowed by the Commission. KU believes that to let Mr. Weisenberger use the elec-
tricity he generates for his own needs would be the equivalent to KU paying a capa-
aity component which is not presently in the 3QF rate struoture,

We find this position to be absurd. Having never heard of this position
before, I requested that Mr. Maynard produce the names of any other utility in the
country that was using this policy in their interconnections with QF’'s. He could
not produce the names of any other utilities with this approach.



‘Mr, Forest Skaggs e -2 - Octeber 22, 1985

We find this pesition unreasonable and not supported by PURPA. Our positien
is that if Mr, Weisenberger invests $50,000 in an electric generater, he has the right
under law to use the electrioity he produoces for his owm consumption, Under PURPA,
he has the right to sell all or any part of the elestricity he produces to KU at a
rate established by the Commiassion. DBut PURPA does not force him to sell all of his
production to KU. This is evident irn PURPA 292.305 (b) (1) "Additional Services to
be Provided to Qualifying Facilities. Upon request of a qualifying facility, each
electric utility shall provide: (1) Supplementary power."” And under "292,101 Defini-
tiens (b) (8) “Supplemsntary power”™ means eleotric energy or capecity supplied by
an electric utility, regularly used by & qualifying facility in addition to that
whick the faclility generates itself.” But by KU's definition, there would be no such
concept as supplemsntary vower since Mr. Weisenberger would have to buy all his power
from XU and sell all his production to XU. Farthermecre PURPA 292.304 (d4) (1) dis-
cusses purchases on an "as available” basis, which is wvhat we propose. We intend to
sell power as availlable at any tiwe Mr. Weisenberger's production exceeds uses. The
XU proposal is similar to 292.304 (4) (2) where Mr. Weissnberger would be legally
oblizated to gell all his production to KU, Under PURPA, Mr. Weisenberger is given
the choioe of option (d) (1) or (d) (2). He has selected (d) (1) but KU fails to
honor this option. Murthermore, it is ocur position that KU has no right to mount
metering equipment on our generator. The ocutput of that generator is no business
of KU. The ooncern of KU is how mmch net electriocity is flowing from the XU grid
into the Mill, how much net electricity is flowing from the Mill inte the KU grid, -
and whether or not the electricity flowing from the Mill te KU is of the gquality re-
quired by KU, How much electricity is generated and used by the Mill and not savail~-
able for sale to KU should by of no concern to KU,

As far as metering, all that is necessary is a one way kvh meter to mesasure
flow into the Mill and a one way kwh meter to measure flow leaving the Mill, A
third meter on the generator is not necessary.

In addition, the use of a time-of=day meter for a smll facility under 100 kwh
is unreasonable. The $4,000 of meters proposed by KU could make this project econom=
scally infeasible. More important, this requirement for s theoreticel 1 kw home-
sise photovoltaio or wind system could double the cost of the system with just the
metering, This 1s the reason PURPA calls for different requirements for facilities
over and under 100 kw. Facilities under 100 kw should have one averaged rate in-
stead of the time—-of-day rates in the XU 9QF schedule., It would algo seem that this
1s required by PURPA in 292,304 (a) (1) (11) "(a) Rates of purchases (1) Rates for
purchases shall; (11) Not disoriminste apainst qualifying cogoneration and small
power production facilities.” As 2 small business customer, Mr. Weisenberger's
General Service does not require him to use time-of-day rates., But XU would dis-

oriminate sgainst him as a small power producer and force him to install expensive
- time~of~day metaring.

. As you can ses, this difference in interpretation of PURPA will determine if
our project can be completed. We presently have a smll Hydropower lLicense Exemption
appliecation being processed by FERC. All dssues with governmsnt agencies have been
resolved on this project., Our only holdup is this contract with KU,

We are concerned that KU 1is using this as a way to delay our project. Since
thie 1s the final hurdle on this project, we would appreciate the Commission resoclv-~
ing this difficulty as soon as possible, If I can supply you with any additional

informetion, please contact me,
I hope to hear from you soon.

CC: M. Je. Pigher, PSC (w encl.) s ly.(‘ /%
Owen Lewis, XU (w/o encl.) M

Nelson Maynard, KU (w/o encl.) Devid H. Kinloch
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KENTUCKY UTILITIES COMPANY

ONE QUALITY STREET
LEXINGTON KENTUCKY
40507

October 14, 1985

FILED

Mr. David H. Kinloch OCT 241385
Power Development Systems, Inc.

1813 Knollwood Road PUBLIC SERVICE
Louisville, Kentucky 40207 COMMISSION

Subject: Cogeneration
Weisenberger Mill, Inc.
Midway, Kentucky

Dear Mr. Kinloch:

It was a pleasure to meet and discuss your project. The fol-
lowing responses are to questions asked in your letter of August
2, 1985. The Company has included as a rate schedule to its
approved Tariff a Rate SQF-Cogeneration and Small Power Producer.
Response references to requirements as contained in this letter
apply to the SQF rate sheet.

1) The protective relaying plans as submitted in accordance
with requirement #5 under '"Parallel Operation' of Rate
Schedule SQF meets with our approval. The provision for
a lock on the main disconnect handle in the "off position"
will satisfy requirement #4 of the Rate Schedule which is
to enable separation of the two electric systems. The
operation of this equipment must be accessible to Company
personnel at all times.

2) Power factor correction may be accomplished utilizing a
fixed capacitor bank.

3) The transformer connection is a 7200/12470 volt wye -
120/240 volt grounded delta. A drawing is attached.
The existing transformer bank provides 75 KVA capacity.

4) You will be responsible for paying the cost as detailed
in requirement #9 of Rate Schedule SQF, associated with
providing additional metering for this project. The
estimated meter investment is $4000. In addition, you
will provide a lockable current transformer metering
cabinet and conduit for the control circuitry. Design
and installation details will be provided in the future.
A sketch of the proposed metering arrangement is attached.

5) Requirement #11 as stated in our Rate SQF will not be
invoked at this time; however, we reserve this right.



Mr. David H. Kinloch
Page 2
October 14, 1985

6) Reguirement #12 as stated in our Rate SQF has been pro-
: vided for under PSC Order and is consistent with PURPA
Section 210.

ra) The Company believes that it is in the interest of its
customers not to participate in the payment of the
additional metering costs of this project. Therefore,
it is not desirable to promote the project in this
manner as a means of obtaining publicity.

Each of the above items were discussed in our meeting of
September 26, 1985. We also discussed a supplemental agreement
to the existing contract for electric service. I have enclosed
a copy of this agreement which incorporates the requirements of
the Company's Rate Schedule SQF and provides for the credit to
Weisenberger Mill for KWH's generated based on the Company's
avoidable costs.

Please provide a copy of the exemption from obtaining Hydro
License and a copy of the certificate certifying the project as
Small Power Production Facility.

If you should have other questions or comments, please con-
tact me.

Very truly yours,

Nels$n M. Maynard
Bluegrass Division Engineer

/mb

cc: ERobinson
SOmer
JCarloss

JOrr
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KU 1711 (€5.2) 3-83 K.U. Oftice _GeOraetown 321

Route No. 540
Acct. No. 0280'1

CONTRACT FOR ELEC'I:RIC SERVICE
This contract and agreement made and entered into this day of , 19 by and between the
KENTUCKY UTILITIES COMPANY, hereinafter called “Company” and _ WEISENBERGER MILL COMPANY

(Weisenberger Road) Midway Kentucky , hereinafter called ‘Customer”.
Town State
Witnessath: For a period of Five (5) years, beginning and

subject to the Company’s general rules and regulations or terms and conditions, the Company will
Customer at _Mill site on South Elkhorn Creek

Point of Delivery

energy for the operation of flour and corn mill . If Customer continues service after the
expiration of the above period, this contract automatically will be renewed in accordance with provisions of the rate schedule.

All energy taken under this agreement will be delivered as__three phase, 60 cycle, alternating current of a
nominal voltage of 120/249 volts at the point of delivery, and will be measured as secondary
Secondary, Primary, Transmission

seil and deliver to

. and Customer will receive and pay for electric

Service.

This point of delivery requires an estimated system capacity, expressed as Contract Capacity, of A.KW, to serve a total

connected load of __8__2__KW, consisting of _._8_0___ Horse Power and __2_____ KW Lighting, and
1HP = 1 KW

KW of and

The Customer may, facilities permitting, cause to be increased the amount of contract capacity stated hereon, by making written
request to the Company, stating the amount of additional power desired, such request to be made at ieast 30 days prior to the time
such additional power is required by the Customer.

Each month the Customer will pay to the Company at its office, within 10 days of rendition of bills, for all energy delivered to

the Customer during the preceding month or bi-month, determined in accordance with Rate Schedule —___ QS| as from time to
time approved by the Public Service Commission of Kentucky and in effect, which is made a part of this contract. The minimum bill

will be as provided in the rate schedule. but not less than § 1 ’224' 24 a year

inciuding any applicable Customer Charge. Month Bi-Montn, or Year

A “month” or “bi-month’ as used in this contract will mean the period between any two consecutive regular readings by the
Company of the meters at the Customer’s premises, such readings to be taken as nearly as may be practicable every thirty days for
“month”’ or every 60 days for “‘bi-month”’.

Where rate schedule has optional clause and/or service is metered or billed at other than delivered voltage, and/or minimum
other than standard minimum is required, give explanation below.

Supplemental Agreement for small power production facilities is attached and made a part
of this Contract For Electric Service.

RULES AND REGULATIONS

It is mutually agreed that the Company’s general rules and regulations or terms and conditions and rate applicable 1o the service

supplied hereunder, as from ume to tme approved by and on file with the Public Service Commission of Kentucky, are made a part of
this contract as fully as if waitten herein.

In Witness Whereof, the parties hereto have caused this contract to be executed by these duly authonized representatives this day
and year shown above.

KENTUCKY UTILITIES COMPANY WEISENBERGER MILL COMPANY Customer
By By
Vice President
Qtccral Copucity Type o1 Print Ngme of Siyner
Attest:

Otfcrat Cupacty
Attost:




SUPPLEMENTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT, made this , 1985,

by and between KENTUCKY UTILITIES COMPANY (hereafter called
Company) and WEISENBERGER MILL COMPANY (hereafter called
Customer), supplemental to that Contract £for Electric Service
(hereafter called Service Contract) between the parties for
electric service at Customer's mill on Elkhorn Creek near Midway,

Kentucky,

WITNESSETH:

WHEREAS, Customer desires to install and operate, on its
said mill site, a 67 KXW, three-phase, 120/240 volt induction
generator to be powered by water (Elkhorn Creek), all of the
electricity to be produced by operation of such generator to be
used by Customer only to supply part of Customer's requirements

of electricity at such site; and

WHEREAS, Company presently supplies all of Customer's
requirements of electricity at such site, and will continue to
supply all of such requirements to the extent not from time to
time supplied by Customer’'s proposed generator; and

WHEREAS, Customer's proposed generator must operate in
porallel with Company's power supply system; and

WHEREAS, Company is willing for Customer to install and
operate such proposed generator, upon the ﬁerms and conditions in
the Service Contract as modified herein, and the additional terms

and conditions herein;



NOW, THEREFORE, in consideration of the premises and the
mutual covenants and agreements herein contained, the parties
hereby agree as follows:

1. Customer will provide to Company the proposed basic
plans for Customer's generating and associated facilities; and
Company shall have the right, but no obligation, to approve or
disapprove plans for any of such facilities to the extent that
their installatjon and operation might in any manner affect
Company's equipment, facilities and system or the operation
thereof. Customer will inform Company in writing of any change
which Customer desires to make in any facility approved by
Company; and Company shall have a like right, but no obligation,
to approve or disapprove such change.

2. Except as may be otherwise specified herein, Customer
will provide, install, maintain and operate all generating and
agssociated facilities on its plant site. Such facilities shall
include, but not be limited to, equipment adequate to provide
control of frequency and voltage for parallel operation of
Customer's generator and Customer's electric supply system, which
is connected to Company's system pursuant to the Service Con-
tract; and Customer will operate its generator in parallel with
Company's system.

3. Customer also will provide, install and_maintain ade~-
quate protective eguipment between the systems of Customer and
Company; notwithstanding which, Customer will be 1liable to

Company for any damage to Company's equipment, facilities and



system arising in any manner from or in connection with the
installation, maintenance, operation or existence of any of
Customer's electrical facilities and equipment, or any act or
omission of Customer, its officers, employees, agents or repre-
sentatives in any capacity, in relation thereto.

4, Company will have the right, but no obligation, to
inspect Customer's facilities and to request and witness any
tests to determine that such facilities are installed and operat-
ing properly; however, Company will have no responsibility of any
kind in relation to any of Customer's facilities or the operation
thereof.

S. Each, Customer and Company, will designate one or more
Operating Representatives for the purpose of contacts and commu-
nications betwcen the parties concerning operation of Customer's
generator and associated facilities.

6. Customer will at any time or times, upon direction of
Company, immediately disconnect and disceontinue operation of
Customer's generator.

7. Customer will provide, install and maintain circuit
breakers or similar eqguipment, as specified by Company, at a
location designated by and accessible to Company, to accomplish
disconnection of Customer's electric system from the system of
Company; and such breakers or equipment will be operated only by
or at the express directicn of Company personnel.

8. Customer assumes all responsibility for the electric

service, and the installation, maintenance and operation of all



alectrical facilities and equipment,. upon Customer’'s premises at
and from the point of delivery of electricity from Company; and
Customer will indemnify and save Company harmless from all claims
for injury or damage to persons or property occurring at any
location, arising, or alleged to have arisen, in any manner from
or in connection with the installation, maintenance, operxation or
existence of any of Customer's electrical facilities and equip-
ment, or any act or omission of Customer, its officers, employ-
ees, agents or representatives in any capacity, in relation
thereto, including costs and expenses of Jdefense against such
claims,.

9. During the effectiveness of this Supplemental Agreement,
in application of the provisions in the "Minimum Charge" section
of Electric Rate Schedule GS, which is part of the Service
Contract, at all times the parts of Customer's load supplied by
Company and by Customer's generator will be metered separately
and added, and Customer's KW demand at any time will be the sum
of such meterings for minimum charge purposes.

10. During the effectiveness of this Supplemental Agreement,
during each month, the parts of Customer's energy supplied by
Company and by Customer's generator will be metered separately
and added, and, against the Energy Charge computed on such
combined consumption in the manner set out in Electric Rate
Schedule GS, Customer will be credited, for energy supplied

during such month by Customer's generator, amounts determined as

follows:




a. For summer billing months of

June, July, August and September

during the hours 9:01 A.M. thru

10:00 P.M., weekdays exclusive

of holidays (on—-peak hours) 1.423¢/KWH
b. For winter billing months of

December, January, and February

during the hours 7:01 A.M. thru

10:00 P.M. weekdays exclusive

of holidays (on-peak hours) 1.464¢/KWH

c. All other hours (off-peak hours) 1.247¢/KWH

DETERMINATION OF ON-PEAK AND OFF-PEAK HOURS

On-peak hours are defined as the hours of 9:01 A.M. through
i0:00 P.M., E.D.T. (8:01 A.M. through 9:00 P.M., E.S.T.), Mondays
through Fridays exclusive of holidays f{(under a. above) and the
hours of 7:01 A.M. through 10:00 P.M., E.D.T. (6:01 A.M. through
9:00 P.M,., E.S.T.) Mondays through Fridays exclusive of holidays
{under b. above).

Off-peak hours are defined as all hours other than those
listed as on-peak (under c. above).

Company reserves the right to change the hours designated as
On-Peak from +time to time as conditions indicate +to be
appropriate.

11. Company, at Customer's cost, will provide and install
needed additional meters and associated egquipment.

12. Except to any extent otherwise provided herein, Compa-

ny's Rules and Regulations or Terms and Conditioneg will apply to

the service hereunder, as provided in the Service Contract.
13. The term of this Supplemental Agreement shall be concur-

rent with the term of the Service Contract.



IN WITNESS WHEREOF, the parties hereto have executed this
Supplemental Agreement, as of the day and year written f£first

akove.

KENTUCKY UTILITIES COMPANY

By

Vice President

WEISENBERGER MILL COMPANY

By
Title




